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London money market. But all the same, it is said that in
these matters it is not the politician who has to be satisfied
but the man of business who distrusts changes of system, and
that there would be nervousness in the mind of the
British investor if under the new dispensation the financial
link between the United Kingdom and India were sud-
denly severed. The successive defaults on loans raised by
so many foreign governments in London, invoking, it is
said, no less than 145 million pounds1 of British money,
and the defaults much nearer home by the present
Government of Southern Ireland, have, it is alleged,
added largely to this feeling of nervousness.
It has therefore been suggested that some control is
necessary with a view to ensuring that:
(i) loans are not raised to meet budget deficits; and
(ii) loans are not raised at extravagant rates.
In regard to the first condition, everybody understands
that it is unsound finance to meet a budget deficit by a
loan, instead of by extra taxation. But to require the
Federal Government to seek external sanction for loans
when a budget deficit may become unavoidable is going
a little too far.
The Government of India itself has had successive
budget deficits for five years ending 1922-3 which aggre-
gated about 100 crores and for the last eleven years there
were uncovered deficits amounting to something like 56
crores. What has happened in the past might happen
again in the future, and it is possible that in extraordinary
circumstances the Finance Minister of the future may have
temporarily to cover one or two or three budget deficits
by loans.
For such eventualities no safeguard is necessary.  It is
1 Figures taken from paragraph 36 of Industry and the Empire—a memo-
randum prepared by the Federation of British Industries.

